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Dear Sir or Nadarn: 

Department of the Treasury 

P.O. Box 2508 
Cincfnnati, OH 45201 

n 
Person to Contact: - -A- 

***********  
Telaphone Numbor: 
************7 

defer i?eply to:  
* * * * *  

Date: 17  1968 

We have considered your application for recognition of exemption from Federul 
income tax under the provisiuns of s3ction 501 (c) (4) of the Internal Revenue 
Code of 1986 and its applicable l~tcome Tax Regulations. Based on the 
available information, we have determined that you do not qualify for the 
reasons set forth on Enclosure I. 

Considera :: (on was given to whether you q~~nlify for exemp:ion tinder othsr 
subsections of section 501(c) of thu Code and we have concluded that you do 
not. 

As your orga~lization has not established oxsmption from Federal income t e x ,  
it will be necessary for you to file an clrmuol, income t a x  return on Form 1120 
becsuse you are a corporation. 

If you sre in agreerncrlt with our pro~bsad dsnial, ' ploAse sign and return CJRr' 

copy of the ellclosed Form 6618 ,  Consent to Proposed Adverse Action. 

I'o[I harrt?. tile right to protest t l ~ f s  roposed datermlnhtion .if you believe that 
it is incorrect. To protest, you should submit a written appeal giving the 
facts, l a w  and other inPormsti.on to support your position as explained in 
t!:c enclnsed Pub1 icstion 892, "Exempt Organizations Appeal Procedures for 
11llngrc.ed Issues" . The appe~l must be submitted wf thin 30 days from the 
dnte of this lotter and must be signed by one of your rrincipal officers. 
You may request a hearing with n member of the office of the Regional 
Director of Appeals when you file your appeal. If a hearing is requested, 
you will he contacted to arrange a dnte for it. The hearing may be held at 
the Regional. Office, or, if you request, at any mutua1,ly convenient District 
Office. I £  you are eo be represented by someone who is not one of your 
principal officers, he or she must file a proper power of attorney and 
ot!lerwise qualify under our Conference and Practice Requirements as set forth 
in Section 601.502 of the Statement of ~rocedural Rules. See Treasury 
Department Circular No. 230. 

If we d o  not hear fronr you within the tfrno speciff ed, chi8 will . become our 
final determination. 

Sincerely yoclz-s , 

*********** ********** g  
**** *** ********** 

************ *********
District Director 



Enclosure I 

-.c 

********* ******** * * * * *  ***********  *********  -. 

Information submitted disclosed that  you were incorporated on ****  * *   
****, under the laws o f  the S ta te  of ***  . Your purposes as s e t  for th  i n  the 
th ird  a r t i c l e  o f  your Ar t i c l e s  o f  I n c o r p o r ~ t f o n  are ao follows: 

Foi.-thvfth upon the creation o f  the Association the undersigned i s  creating a 
cor~dornfnium under the provisions o f  Chapter *****  of the Revised Code o f  ***  , 
known as "********* ********* * * * * * ***********  *********  ," or " t h e  
Condominfum," o f  the property described i n  Exhibit A hereto.  The purposes 
for  which the Assocfat ion i s  formed are t o  be and t o  ac t  a s  the u n i t  owners' 
associat ion f o r  the Condominium, t o  provide f o r  the maintenance, preservation 
and archi tec. t~iral  control o f  the property of tho Condominium, and t o  pxomot~~ 
the h e a l t h ,  s a f e t y ,  and welfare o f  thc residents o f  the Condominlwn, and for 
:.',ese purposes: 

( I )  To exercise a l l  o f  tho powers m d  pr fv i leges  and per.form a l l  
the ducics and obligations o f  the Association as s e t  f o r t h  
i n  these Art ic les  o f  lncorporetion, and the neclflration and 
Oy - Laws of  tho Cot~dominiurn ( " the  Art.Lclcs ,." "the 
Declnl-ntion." and "ehe By-Laws," respec t i ve ly ) ;  

( 2 )  To f i x ,  l e v y ,  c c l l e c t ,  and' enforco paymnn-t b.7 m y  lawfu l .  
means, n l l  charges or assessrnsI?ts pursuant t o  the terms of 
tl.le I)eclaration, and pay a l l  expenses i n  corlnectlon cherewi.th 
,tnd a l l  o f f i c e  and other expense& incident f o  the cdttduct o f  
the business o f  the Association; 

( 3 )  T o  n c q u i r e  (by  g i f t ,  purchase, or o therwise) ,  own, ho ld ,  
improve, bllild upon. operate, maintain, convey, s e l l ,  l ease ,  
Pransfer, or otherwfoe dispose o f  real or  personal property 
i n  connection w i  t h  the a f f a i r s  o f  the Associntfon; 

( 4 )  T o  borrow money t o  f u l . f i  1  i t s  purpose; 

( 5 )  To administer and enforco torms, condit ions,  covenants, the 
r e s t r i c t i o n s  and rogulat f  ons tipon, under, a d  subject  t o  
which the CondominLum- or any part thereof may now or 
heroafcer be used, and f i x  and provide any such rerms, 
condi t ions ,  covenants, r e s t r i c t i o n s ,  cuzd regulat ions,  nr?lr 
administer,  enforce ,  u l t c r ,  amend, change, a d d  t o ,  extend,  
waive, or ternlinnte, i n  whole or i r  par t ,  any o f  the same; 

( 6 )  To provide the residents  and un i t  owners of the Condominium 
with (9) nor~nal ~ t i l i t y  services not separately provided t o  
indivLdua1 u n i t s ,  ( b )  services supplomentsl t o  municipal 
serv ices ,  ~ n d  ( c )  common areas mintenance service;  
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********* ******** * * * * * ************* *********  

( 7 )  To be ,  f u x t i o n ,  and a c t  as the u n i t  owners' association o f  
the Condominium, Tinder the provisions of Chnpter **** o f  the 
Roviscd Code o f  ***  , and delegate such authori ty  a s  i t  
des ires  t o  B managing agent; 

( 8 )  To have and exercise any and a l l  powers, r i g h t s ,  and 
pr iv i leges  which a corporation organized urtder Chapter **** 
may now or herea f t e r  ht-78 or exercise by 1 zw; and 

( 9 )  To take any ac t lor  necessary, expedf e n t ,  i nc iden ta l ,  
appropriate, or convonient t o  the carrying out o f  the  
for s so i l~g  ptrrposns. 

The Association shall not do any act or enter i n t o  any agreement or enter 
i n t o  sny transaction i c  a manner which would v io la te  any provision or Chapter 
**** of the  ***   Revised Code or  the provisions of chess A r t i c l e s ,  t h o  
Declaration, or the By-Lavs. 

Y ~ u r  applicat ion for  recognition of exvmption and corrsspondence jisclo.sas 
t h a t .  yo11 odn~fn i s t c r  and enforce covenants f o r  preserving tile archltectcire and 
nppes>a~lce o f  t l ~ e  development, a i d  to-own and maintain common greon 'aroas, 
parking areas,  and driveways. The geographic area i s  zoned suburban o f f i c e ,  
w i  t l l  the snrror?nding area zonsd for  commercial use.  Your area cons i s t s  ot' 
*****  o f f L c c  bui ld ings ,  *** parking spaces, with an entrance way leadlng o f f  
o f  ****   Road. Your common green aroa i f  comprised o f  the grass and 
shrubbery surrounding the ent i ro  complex. The application fur ther  d isc loses  
r l :a t  the r ~ n f t s  are used t o r  zonducting business on ly ,  and i n  no tPdy are the 
tlrlj.~r t o  he used f o r  res idsnt ia l  purposes a t  m y  t ime.  

Your org.snization maintains ****  o f f i c e  buI!d~ngs, which are owned b y  your 
members, t ha t  are u t i l i z e d  b y  cz;stomers doing business wl t h  the  
owrler/occupnnts o f  tho complex. Thus, the ac t i vL t i e s  of t he  or.ganizatioa 
s e w e  the private in t e res t s  o f  t.'?e owners as opposed t o  the  general pubi ic ' s  
i n t e r e s t .  

Section 501 ( c )  ( 4 )  of the Code prcvides, i n  part ,  t ha t  " c i  v l c  leagues or 
organizations not organized for  p r o f i t  but operated exc lus i ve ly  f o r  the  
promotion o f  sociol welftire" q u a l i f y  f o r  exemption under sec t ion  5 0 . 2 ( ~ ) ( 4 ) .  

Section 1 .SO1 ( c )  ( 4 )  - 1 ( a )  ( 2 )  ( 1 )  o f  tho Income Tax RagitiaLions s t a t e s ,  i n  
?! 
t p a r t ,  that  " An organization i s  operated exc lus ive ly  for  the promotion of t. social wel fare  i f  i t  i s  primarily engaged i n  promoting i n  some way t h e  
;r. cormnet] good and general welfare o f  the people o f  the c o m ~ n f t y .  An 
f organization embraced wirhir~ t h i s  sect ion f.s one whicll i s  operated prifrarily 

f o r  the  purpose o f  bringing about c i v i c  betterment and social  
improvements. . . , " 



********* ******** * * * * * ************ *********  

Rev. Rul.  74-99,  1974-1 C.B. 131, provides that  i n  order t o  q u a l i f y  f o r  a 

exemption under sec t ion  5 O l ( c ) ( 4 ) ,  8 homeowners' a s soc fa t fon :  

( 1 )  Must engage 111 a c t i v i t i e s  that  confer b e n e f i t  on a csnmninitp 
comprising a geographical u n i t  which bears a reasonably 
r-ecogniznble re la t ionship  t o  an area ordinar i ly  i d e z ~ t i f i e d  
as a governme~ltal subdivision or  8 un i t  or d i l r t t l c t  t h e r e o f ;  

( 2 )  I t  must nDt cond~ict a c t i v i t i e s  t o  the ex ter lor  meintenance 
o f  pr!vate residences; and 

(3) I t  owns ond otaintnlns only common eroas o r  f a c l l i t i e s  euch 
as roadways and parklando, o l d w a l k s  and s t r e e t  l i g h t s ,  
access t o ,  or the use and enjoyme~lt o f  whf.ch i s  extetidod t o  
n~embers o f  the genera.1 public a n d  i s  not  restricted t o  
nrembers o f  the hornsowners ' a s ~ o c l  atiort , 

Your organization does not engage i n  a c t i v i t i e s  that  benef.l t  a community 
comprising n geographical u n i t ,  nor does i t  own and malntain common areas t o  
be used or enjoyed 3y tile general public. 

.. . .  

Rev.  R u l .  7 4 - 1 7 ,  1974-1 C . B .  130, provides that  an orgsniaatfon formed by the 
[ ! n i t  owl~ers o f  a condomiminum 'louslng project f o r  the  management, 
rr~:~j~~tc?~>nnce ,  and care o f  the common Aroas o f  the projec '. as def ined by S ta te  
S t n t t ~ t e ,  with mcmhership nrsas~ments  paid by the unr ' :S docs not  q u a l i f y  
f o r  exemption under section 501(c) (4) .  

Sintiler t o  the org,mizacfon described i n  t i  rnvsnue r u l i n g ,  your 
orgnnizst ion was formed t o  provide for  the mdintanancc, ?reservation and care 
o f  the common areas. Furthermre,  I t  i s  described as a sondominium, and ss 
such, the maintenance and care o f  which necessar i ly  c c x s t i t u t s s  t h ~  provision 
o f  private b e n e f i t s  f o r  t!?e uni t  owriers. 

I t  has been held that  where the primary economlc b e n e f i t  fron: an organization 
i s  l imi ted  t o  uhat orgaqizat ion's  members, t he  organlsntlon i s  not  operated 
exc lus ive ly  for  the  social 'rr8lfa'i-e wi th in  the  meaning c f  the  s t a t u t e .  
C o r ~ ~ c i r m e ~ r r n e r  Milk Coop. v .  C o m m i s s i o ~ r ,  186 F. 2d 68 (CA2; 1950),  
a f f i rming  13 Insuranca Fund, 56 T.G. 1325, 1333 (1970). 

Your orgnnization stated i n  a l e t t e r  dated ******** **  **** ,  that  you feol  
the organization should he granted exemption because you were not  organlted 
w i t 1 1  n p r o f i t  motive i n  mind, and  that  you accumulate funds Prom mo~?thly 
condominium fees  only for  major repairs  and maintenance. Furthennore, t!tc 
a c t i v i t i e s  are directed t o  th6 g e ~ ~ e r a l  improvement o f  the tenants  bds lne :~s  
cor~di t ions  a s  a whole, and that  you f ee l  it i s  n o t  the  i n t e n t  o.f Congres.~ 
t o  impose a taxable s i tuat iol l  on an organiea:ion wi th  no p r o f l t  motive.  



*************************************** ********** 

W e  llowever do not agree wftfl your rationale hs s tated in  your l e t t e r  d a t e d  
********** *  ***7. Since your organization's a c t i v i t i e s  are f o r  tho 
ndmfnfstratfon of t h e  condornfnfom and benefits  its members a r  individuals and 
not for  t h e  direct betterment of a c o m i t y  a3 a whole, wa havr concluded 
t ; ~ a t  y c ~  do not qualify f o r  exemption from F o d s r ~ l  income tax undor sectfort 
501 (c) (4) of the Code. 




